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FEDERAL HOME LOAN BANK BOARD
FHLBB Chairman Richard T. Pratt has announced his resignation from the board
as soon as FHLBB nominee Edwin J. Gray is confirmed by the Senate,
probably in early May. According to Congressional sources Gray is likely
to be named successor to Pratt although his nomination has been held
up by Arkansas Sens. Dale Bumpers (D) and David Pryor (D) . The Senators
are trying to keep the Federal Home Loan Bank of Little Rock from moving
to Dallas. Although he did not announce his future plans, Mr. Pratt
indicated that he is likely to return to Utah for opportunities in
private industry management.
FEDERAL RESERVE BOARD
Changes in reserve requirements so that non-personal time deposits with a
maturity of 2 years or more will be subject to zero reserves were
recently approved by the Board (see the 3/14/83 Fed. Reg., pp. 10796800). The present reserve requirements for non-personal time deposits
with a maturity of less than 31/2 years is 3 percent. All other time
deposits have a zero reserve level. Non-personal time deposits include
all negotiable time deposits, whether individual or corporate. The
amendment to Regulation D moves the point at which 3 percent reserves
apply to non-personal time deposits from 31/2 years to 21/2 years. The
change in the maturity break brings the FRB's reserve rules in line
with new deposit account maturity changes approved by the Depository
Institutions Deregulation Committee. Under a deregulation schedule
approved by the DIDC, depository institutions may offer time deposits
free of interest rate ceilings with maturities of 21/2 years or more as
of 4/1/83. Comments are requested by 4/8/83. For additional information
contact Gilbert T. Schwartz at 202/452-3625.
NATIONAL CREDIT UNION ADMINISTRATION
Comments will be sought on a membership expansion proposal for the NCUA
at its next meeting on 3/21/83. If adopted, the new proposal would
allow a federal credit union to offer membership to all retired people
in its geographic area. This will be the fourth membership expansion
proposal the board has considered this year. This latest proposal
would help provide credit union services to retired people who move
to areas not served by community credit unions. According to Laura
Rossman, executive vice-president of the National Association of
Federal Credit Unions, there may be industry opposition to the proposal
due to the -pace of the expansion effort. NCUA and industry officials
have consolidated in an effort to increase credit union membership to
51.7 million people by the end of 1984.
S E C U R IT IE S AND EXCHANGE COMMISSION

The SEC will discuss the possibility of having greater enforcement powers when
it testifies 4/13/83, on a bill to curb illegal use of inside information
in security trading. The measure, H.R. 559, "The Insider Trading Sanctions
Act of 1983," is designed to allow the Commission the authority to seek a
civil money penalty of up to three times the illegal profits obtained from
trading on non-public information. The proposal would also increase the
criminal penalties for insider trading from $10,000 to $100,000. A securities
industry panel and a N.Y. bar association are seeking clarifications and
modifications on the SEC drafted proposal calling it vague and uninterpretive.
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Testimony at the hearing before the House Energy and Commerce Subcommittee on
Telecommunication, Consumer Protection and Finance will not be limited to
deterring illegal insider trading, but will encompass a wide range of federal
securities laws violations.
The chairman of the House subcommittee which oversees the SEC is criticizing
the agency's chairman for not fighting proposed cuts in the SEC's
proposed fiscal 1984 budget. The subcommittee chairman also criticized
the SEC chairman for creating the appearance that the commission is
getting lax in enforcement. In a 3/11/83 letter from Chairman of the
House Energy and Commerce Subcommittee on Telecommunications, Consumer
Protection and Finance, Rep. Timothy Wirth (D-CO) to SEC Chairman
John S.R. Shad, Rep. Wirth states he was disturbed by Mr. Shad's "apparent
lack of commitment to fight for sufficient funding for the Commission to
carry out its statutory mission and (the) apparent insensitivity to
the staff's projections of needs." The proposed FY 84 budget would
result in 125 permanent staff reductions. This includes a 5 percent
reduction in the Enforcement Division, which is currently operating
at a level 11% lower than it was in 1979.
TREASURY, DEPARTMENT OF
Proposed regulations implementing accounting rules for long-term contracts
that were included in the Tax Equity and Fiscal Responsibility Act of
1982 have been issued by the IRS (see the 3/14/83 Fed. Reg., pp. 1070218). The proposals describe the new allocation rules under the completed
contract method and accrual methods of accounting for indirect costs and
period costs. Items that had been characterized as period costs (bidding
expenses, certain pension and profit-sharing contributions) and deducted
in the year they were incurred, would became indirect costs under the new
rules. Additionally, the proposals clarify when long-term contracts
are completed, when they can be severed or aggregated, and the method
for avoiding the new restrictions for certain construction contracts.
Restrictions relating to the use of the last-in, first-out (LIFO) method
of accounting or the lower of cost or market inventory methods with a
long-term contract method are also included. The new regulations would
be effective for taxable years ending after 12/31/82, however they also
include a three year phase-in period that allows a portion of the
additional costs that must be treated as contract costs to be deducted
currently. Comments are requested by 5/13/83. For additional information
contact Joseph M. Rosenthal at 202/566-3671.
Regulations outlining compliance requirements for "top heavy" employee
benefit plans under the Tax Equity and Fiscal Responsibility Act of
1982 were recently issued by the IRS (see the 3/15/83 Fed. Reg.,
pp. 10868-76) . Top heavy plans are characterized under TEFRA as
defined benefit plans that provide more than sixty percent of the
accumulated accrued benefits to key employees or defined contribution
plans where more than sixty percent of the sum of the account balances
are attributable to key employees. Key employees include officers,
shareholders with more than five percent ownership, employees with
more than one percent ownership and salary of more than $150,000 and
the top ten employees owning the biggest interest in the company.
The proposed regulations, issued in the form of questions and answers
deal with specific issues including required and permissive aggregation
groups; the definitions of officers, top ten owners and compensation;
and the determination of whether a plan is top heavy. The release
also deals with the issue of "vesting" and covers areas such as the
vesting schedules that must be provided under a top heavy plan.
Written comments and requests for a public hearing are requested by

-35/16/83. For additional information contact William Gibbs at
202/566-3430.
SPECIAL:

PRESIDENT SIGNS PIK LEGISLATION

Legislation to remove tax barriers to farmers participating in the Paymentin-Kind agriculture program, H.R. 1296, was signed by President Reagan
on 3/11/83. The deadline for farmers to sign up for the 1983 PIK program
was 3/11/83. The measure specifies that commodities received under the
program are treated as income when they are sold, not when they are
received. The tax treatment would apply to commodities under the 1983
PIK program.
SPECIAL:

AICPA TESTIFIES AT HOUSE HEARING ON TENNESSEE BANK FAILURE

David L, Landsittel, Chairman of the AICPA Auditing Standards Board
presented the statement of the AICPA on the issues of self-regulation
in the accounting profession and bank auditing at a 3/16/83 hearing
before the Subcommittee on Government Operations. Mr. Landsittel was
accompanied by Thomas H. Asson, Chairman of the AICPA’s Committee on
Banking; Theodore C. Barreaux, Vice President AICPA Washington Office,
and Thomas P. Kelley, AICPA Vice President Technical. The 3/16/83
hearing chaired by Subcommittee Chairman Douglas Barnard, Jr., (D-Ga)
was the second day of hearings into the federal response to the
United American Bank (Knoxville) failure. Witnesses on 3/15/83
included H. Joe Shelby of the Office of the Comptroller of the Currency;
William C. Adams, Tennessee Banking Commissioner, and William P. Isaac,
Chairman, Federal Deposit Insurance Corporation. Joining the AICPA
in testifying on 3/16/83 was Magnus C. Nelson, National Partner in
charge of Banking and Financial Institutions of Ernst & Whinney, auditors
of the failed bank. Mr. Landsittel, speaking for the AICPA, described
general guidelines regarding audits of financial statements and touched
on the various industry audit guides it issues including the recently
issued Audits of Banks guide. He also discussed the Institute's Code
of Professional Ethics and the self-regulatory review mechanism for
firms known as the Division for CPA Firms. He also summarized the
peer review process and role of the independent auditor and the objec
tives of an audit.
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